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EP/~0:R.viaw S t a f f  

We have conaidered your app l i c a t i on  fo r  .recognition of axamption from 
Federal incme tau u n h r  Sactinn 501 ( c )  (5) of t he  I n t a r n a l  Baranus Cotat. 

?'he i r i formetlon mbmit tcd sbme t h a t  you wera incorporatad m ***  **  ***** . 
under tho  nonprofit corpor~tion lrvs of ttle S t a t e  of * * * * * * *  M .  Your purpoee, 
b r i e f l y  ata ted ,  ie t o  fos t t r r ,  promote end devalop the * * * * *  k  breed of ahecp 
in p a r t i c u l a r ,  and t he  sheep indi~stry in ganeral .  

Sour prinary a c t i v i t y  i s  an nnnunl nhow and a d e  of l i ve s tock .  S a l l a r a  met 
be m h e r s  of four organiznt ion,  Sellers pay an entry Pee i n  o r d e r  to  have 
t h c i r  animnls sold a t  auction. 

Section 501(c) (5 )  of t h e  Code provides for t h e  exemption from Federa l  Lncoae 
t A K  of Inbor , dg r i cu l  t u r d  o r  h o r t i c u l t u r a l  organizational. Sec t ion  1 .SOl(c) (5)-1 
o f  the Income T a x  Regulatimn prm;idsa t h a t  tha organixnt.iona contemplated by 
Scc t ion  501 (c) ( 5 )  of t h e  Coda as e n t i t l e d  t o  srearption from income t a x  are t h o s e  
which (1) heva no net earnings inur ing t o  t h e  banafi t  o f  any uwnnber, and ( 2 ) '  
~ R V C  .AS their ob j ec t s  the b e t t a r m ~ n t  of the c o n d i t i o n ~  of t ho r a  ongaged in w b  
pursu:l ta,  tha Lmprovcrnant of t h e  grada of t h e i r  products  and the d m t e l o m t  
of a higher d a ~ r e a  of rrfflci.er~cy in t h e i r  r e spec t i ve  OC* p b t i m n .  Revenue 
Ruling 66-105, 1Q66-1 C.B. 145, dcniad excarptim under S e c t i m  SOl(c)(5) of the 
Code to an orgnnization cwpoaed of a g r i c r ~ l t u r a l  producers whose p r i n c i p d l  
RC t Lvlty was m n r k e t i o ~  livt?.atocb f o r  l t a  members. 

Ihe principal ac t lv i ty  of your organization is t o  a c t  as a ealam ageat f o r  
your r a d a r s .  The sa l e  of rnmber 'a  products wi th  t h e  r e t u r n  t o  them of t h e  
s a l e a  proctedra 1.9 neither  I r n  object nor an activity wi th in  the &it of the 
c i t e d  acctionn of the  Coda and Rcgulationo. Thorefore,  you do n o t  meet the 
requiremmta of  Sect ion l..'iOl(c) (5)-1 of the Regulations and you ate  not 
exempt under S e c t i o n  SOl(c) ( 5 )  of rho Coda. A-cordingly,  you a r t  r equ i r ed  t o  
f i l e  Pedcrnl Income Tax Kcturne on B a r n  1120. 
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If you do not agree with there conclurians, you w y  vlthLn 30 dayr frum tho 
drstla of th i s  la t ter ,  f i l a  a brief of the factr, 1- uul a ~ g ~ l d p t r  (2n duplicata) 
which clearly r a t a  forth four poi t ion.  In tbe mt you deairo ma oral die- 
cuseion of tha lomas,  you rhauld so hdicatr Lo PIX mbad.8ion. A confsrcaco 
w i l l  be arranged i n  the Regional Office after ycu 2urr mbarfttrd your b t i d  t o  
tha Chicago District  Office and m b e  had so. opporhtn i~  to consldar tho brief 
and it appeara ehat tha cancluaione reached u o  a t l l l  unfmrablo to po. &y 
s u h i a a i o n  must be rigmd by OM of you% principal officarm. If tbm matter 
l a  t o  be handled by a raprerantative, tlu Confersnca aad m c t i c o  M q u i r ~ t 8  
regarding tha f i l ing of a p m r  of attornsy 8nd aridsnco of a i m l l P r a r r t  to 
practice muat be met. 'Aa b o a  endorad Publication 592, lksapt Orgmir8tion 
Appsal Pzocsduraa f d r  Mversa Detarminatioar, which mloino your rigbtr Md 
procduras. 

If you agree ~ i t h  thin determination, plan80 s i -  d return tho snc1oa.d 
Porn 6018. 

Vary  truly yaurr, 

District Director hL"-l 


